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F.W. Woolworih Co. 1983 Annual Report 


• The mission ofF. W. Woolworth Co. is to provide value to consumers in 
North America, Germany and Australia through its distinctly individual 
hut complementary retailing businesses. Under the general guidance of 
corporate management, these businesses will generate levels of profit that 
not only satisfy investors and sustain long-term groivth, but also provide 
full, competitive financial rewards for employees and benefit the communi¬ 
ties in which they live and work. 
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Consolidated Statistics in Brief 


For the fiscal years ended January 31,1984,1983, and 1982 




(in millions except per share amounts) 

1983 

1982 

1981 

Sales 

$ 5,456 

$5,124 

$5,075 

Income from continuing operations before 
income taxes 

207 

135 

184 

Income taxes 

_ 89 _ 

53 

87 

Net income from continuing operations 

118 

82 

97 

Capital expenditures 

103 

116 

147 

Advertising costs 

106 

104 

96 

Short-term debt 

_ 


87 

Long-term debt 

300 

364 

407 

Shareholders’ equity 

1,030 

999 

1,372 

Common shares outstanding at end of year 

_ 31 

31 

30 

Per common share 

Net income from continuing operations 

$ 3.72 

$ 2.63 

$ 3.14 

Cash dividends declared 

1.80 

1.80 

1.80 

Common shareholders’ equity 

31.93 

31.55 

43.84 
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To Our Shareholders 



Harold E. Sells 


I f any single word describes 
Woolworth’s momentum 
in 1983, and its prospects 
for 1984-85, that word 
is progress. 

In 1983 we moved into the 
second phase of a continuing 
program designed to achieve 
ambitious operating and finan¬ 
cial objectives. The initial 
phase, described in the Share¬ 
holder’s Letter in the 1982 
Annual Report, provided finan¬ 
cial and human resources which 
funded progress made in 1983. 
That progress, the prologue to 
further gains in 1984 and 
beyond, manifested itself in: 

• Moving the Company closer 
to its financial and operating 
objectives. 

• Further redeployment of 
resources, both human and 
material, in order to implement 
corporate growth strategies. 

Net income and sales im¬ 
proved significantly in 1983. As 
befits their paramount impor¬ 
tance, 1983 operating results are 
summarized on Page 1 and dis¬ 
cussed in detail in the financial 
section of this report. 

Financial and Operating 
Objectives 

In 1983 we made progress 
toward achieving financial and 
operating objectives: 

• After-tax return on beginning 
equity rose to 12.1%, from 8.9% 
in 1982 and 10.0% in 1981. 

• After-tax return on 
investment rose in 1983 to 8.1%, 
from 7.4% in 1982 and 8.8% 
in 1981. 
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• Sales, adjusted for inflation, 
rose 3.5% and net income rose 
44% in 1983. 

In addition, Moody’s Inves¬ 
tors Service, in mid-February, 
1984, raised our senior debt 
credit rating to Baa-1 from 
Baa-2. 

Organizational Changes 

To capitalize on opportunities 
afforded by significant changes 
we made in the size and char¬ 
acter of the Company in late 
1982, an extensive and detailed 
organizational study was under¬ 
taken by management early last 
year with the assistance of out¬ 
side consultants. We concluded 
that our highly decentralized 
organization resulted in costly 
duplication of several important 
staff support functions. We fur¬ 
ther established that centraliza¬ 
tion, at the corporate level, of 
these important functions could 
produce significant, and almost 
immediate, cost savings 
through increased productivity 
and efficiency. In recent months, 
programs have been imple¬ 
mented for centralizing the fol¬ 
lowing staff functions which 
were traditionally performed at 
the division level: 

• Treasury, including cash and 
investment management 

• Management information 
systems 

• Administration of certain 
personnel and benefit-related 
functions 

• Internal audit 

• Legal 

In addition, preliminary steps 
have been taken to consolidate 
retirement and other benefit 
plans, transportation and distri¬ 
bution facilities, and risk and 


asset management, each of 
which represents an opportu¬ 
nity for further savings. 

Management Changes 

These organizational changes, 
together with programs for 
acquiring specialized manage¬ 
ment skills, strengthening man¬ 
agement through promotion 
and providing for normal retire¬ 
ments, have resulted in several 
major positive management 
changes and additions: 

Frederick E. Hennig, 51, was 
elected to the new position of 
Corporate Senior Vice Presi¬ 
dent-Worldwide General 
Merchandise Operations. 

John H. Cannon, 42, was pro¬ 
moted to Corporate Vice Presi¬ 
dent and Treasurer. 

Charles T. Young, 40, was 
promoted to Corporate Vice 
President—Management 
Information Systems. 
GeorgArnecke, 46, was 
appointed Managing Director 
of our German subsidiary, 
succeeding Bruno Weiss, who 
retired after 35 years of dedicat¬ 
ed and highly productive service. 
Robert L. Jennings, 55, was 
promoted to President and 
Chief Executive Officer of the 
U.S. Woolworth Division. 
Theodore Bierman, 56, was 
named President and Chief 
Executive Officer of *J. Brannam. 
William H. Gaudreau, 55, was 
promoted to President and 
Chief Executive Officer of Rich- 
man Brothers. 

With the acquisition of Holtz- 
man’s Little Folk Shop, Inc., 
the Company obtained the 
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proven talents of Walter Podres, 
42, and Theodore Weber, 42, as 
President and Chief Executive 
Officer, and Executive Vice 
President, respectively, of 
Little Folk. 

U.S. Woolworth Reformats 

The U.S. Woolworth store 
reformat and revitalization pro¬ 
gram moved boldly ahead in its 
first full year. 

Major renovations were com¬ 
pleted in 29 regional mall stores 
last year. To date, based on 
sales gains at each unit for peri¬ 
ods ranging from just under five 
months to almost one year 
since renovation was complet¬ 
ed, these units are achieving 
cumulative sales increases of 
30%. That rate of gain, if sus¬ 
tained, would result in annual 
sales of over $125 million and 
increase sales per square foot 
in these units from about $90 
to more than $120. 

In addition, less extensive 
but also productive renovations 
were completed in 73 smaller 
U.S. Woolworth stores in 
downtown, strip center and 
neighborhood locations. To 
date, cumulative sales gains in 
these units have averaged 22%. 
On an annualized basis, that 
would produce total sales of 
over $80 million in these units. 
That volume would increase 
sales per square foot from less 
than $77 to approximately $95. 

Plans for 1984 involve a 
somewhat greater number of 
store renovations and improve¬ 
ments in both regional mall and 
other store categories, with 
further acceleration planned for 
1985-86. 


Rapid Expansion of New 
Specialty Store Formats 

We continue to make substan¬ 
tial commitments of capital, and 
management time and talent in 
a number of both experimental 
and proven specialty store 
formats. 

Some of our specialty store 
concepts, although highly prof¬ 
itable, are mature and have not 
been expanded rapidly in recent 
years. These include Kinney 
Family Shoe stores in the 
U.S. and Canada, Richman, 
Anderson-Little, Susie’s Casu¬ 
als and Fredelle in Canada. 
However, we presently have a 
dozen other smaller specialty 
store formats, with representa¬ 
tion in all divisions, which, on the 
basis of performance to date, 
are being expanded rapidly. This 
group includes, among others: 

• Foot Locker, which had no 
units 10 years ago, will have 
over 600 units before the end of 
1984. 

• Lady Foot Locker, introduced 
barely 18 months ago, is 
scheduled to add 85 new units 
in 1984. 

• Little Folk, acquired in mid- 
1983 with over 100 units, is 
planning to add at least 40 units 
in 1984. 

In the aggregate, our profit¬ 
able, faster-growing, smaller 
specialty units have grown from 
one format (Foot Locker) to 12 
formats with a total of 780 
units in 1983. During this same 
period, sales of these units 
increased from $28 million to 


$409 million. Plans call for 
opening in excess of 225 units 
in 1984. 

Acquisitions 

In August of last year, we 
entered the fast-growing chil¬ 
dren’s casual apparel retailing 
business by acquiring the larg¬ 
est independent company of its 
kind, Holtzman’s Little Folk 
Shop, Inc. Demographics in the 
next 5-10 years are very favor¬ 
able for infants’ and children’s 
wear. We believe there are hun¬ 
dreds of locations, in the sun¬ 
belt alone, which can support 
2,500 square foot Little Folk 
stores. We continue to look for 
other acquisition opportunities 
to expand our growing pres¬ 
ence in specialty store retailing. 

Because profit margins, 
return on investment and 
expansion opportunities are 
usually greater in specialty 
retailing than in general mer¬ 
chandise stores, we expect 
much of our future expansion to 
be directed to specialty units. 
While we are projecting signifi¬ 
cant growth in general mer¬ 
chandise sales and profits over 
the next five years, we are 
planning even faster growth in 
specialty store operations. By 
1988, we expect specialty 
stores to account for 34% of 
sales and general merchandise 
66%, compared with 29% and 
71%, respectively, in 1983. In 
1988, specialty stores are 
targeted to account for 55% and 
general merchandise 45% of 
operating income, compared 
with 41% and 59%, respec¬ 
tively, in 1983. Percentages for 
1988 are based on the Company 
as presently constituted and 


make no allowance for changes 
which may result from inter¬ 
nally developed specialty for¬ 
mats or additional acquisitions. 

Progress made in 1983 
reflects support management 
received from customers, sup¬ 
pliers and shareholders— 
blended with the loyalty, energy 
and imagination contributed by 
our employees. For those 
invaluable resources, we are 
grateful. Both management and 
shareholders are deeply indebt¬ 
ed to Directors for constructive 
insights and support they pro¬ 
vided in 1983 on a wide range 
of business issues. 

Progress describes what we 
achieved in 1983 because the 
word means onward momen¬ 
tum toward an improved condi¬ 
tion. However, the word also 
implies a lack of finality—a dy¬ 
namic process. So in our case, 
the challenge is to look beyond 
where we are, or how far we 
have come, to how much fur¬ 
ther we can go in 1984 and the 
years beyond. 




JohnW. Lynn 

Chairman of the Board and 
Chief Executive Officer 



Harold E. Sells 
President and Chief 
Operating Officer 


April 11,1984 
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Profile of the Company 



At 



At 

’lanned 



Jan. 31, 

Opened 

Closed 

Jan. 31, Openings 


Retail Units 

1983 

1983 

1983 

1984 

1984 

U.S. Woolworth stores sell general merchandise and apparel. Merchandise 
selections vary by location and by store size, which ranges from 12,000 to 50,000 
gross square feet. 

U.S. Woolworth 

1,263 


33 

1,230 

1 

Woolworth Canada stores sell general merchandise and apparel and 

Woolworth Canada 

188 

5 

1 

192 

_ 

generally range in size from 20,000 to 50,000 gross square feet. 

Woolco Canada 

120 

1 

— 

121 

— 

Woolco Canada stores are full-line discount stores which generally range in 
size from 55,000 to 120,000 gross square feet. 

Activeworld 

— 

5 

— 

5 

10 

Total 

308 

11 

1 

318 

10 

Activeworld stores sell women’s and children’s casual clothing and footwear and 
average 3,500 gross square feet in size. 

Woolworth Germany stores sell general merchandise and apparel. 

Merchandise selections include better grades of apparel, home furnishings, 
jewelry and leather goods. Average store size is 30,000 gross square feet. 

Woolworth Germany 

214 

6 

1 

219 

6 

Kinney Shoe Corporation operates family shoe stores. It also operates 

Kinney U.S. 






other specialty stores—misses’ sportswear (Susie’s Casuals) and high fashion 

Kinney 

1,583 

53 

79 

1,557 

40 

ladies footwear (Fredelle); athletic footwear (Foot Locker and Lady Foot Locker); 

Susie’s Casuals 

296 

1 

37 

260 

— 

and factory outlets (Frugal Frank’s). Canadian stores use the names Kinney, Foot 

Foot Locker 

373 

87 

— 

460 

90 

Locker, Lady Foot Locker, Lewis, Sacaldi and Fredelle, and Australian stores use 

Lady Foot Locker 

1 

16 

— 

17 

55 

Williams the Shoemen and others. Stores generally range from 1,100 to 6,500 

Fredelle • 

11 

7 

— 

18 

5 

gross square feet. Manufacturing is done in 10 factories. 

Frugal Frank’s 

14 

7 

— 

21 

6 


Leased departments 
Kinney Canada 

83 

2 

14 

71 

5 


Stores 

375 

41 

36 

380 

52 


Leased departments 

119 

1 

— 

120 

— 


Kinney Australia 

124 

10 

2 

132 

18 


, Total 

2,979 

225 

168 

3,036 

271 

Rlchman Brothers sells men’s and boys’ clothing and furnishings (Richman 

Richman 

222 

1 

13 

210 

_ 

stores) and family apparel (Anderson-Little stores). Stores generally range in size 

Anderson-Little 

108 

1 

4 

105 

4 

from 3,500 to 10,500 gross square feet. Three plants manufacture men’s suits, 
sports coats, vests and slacks. 

Total 

330 

2 

17 

315 

4 

*J. Brannam stores, which are approximately 25,000 gross square feet, sell 

-J. Brannam 

30 

9 

1 

38 

2 

brand-name clothing and household linens. 







Little Folk Shop is a specialty retailer of children’s apparel operating under the 

Little Folk Shop 

_ 

27 

1 

26 

_ 

names Kids Mart and Little Folk Shop. Stores generally range in size from 2,000 to 

Kids Mart 

— 

95 

1 

94 

45 

3,500 gross square feet. 

Total 


122* 

* 2 

120 

45 


Grand Total 






**This includes 102 stores already in operation at date of acquisition. 

Stores 

4,922 

372 

209 

5,085 

334 


Leased departments 

202 

3 

14 

191 

5 


Total 

5,124 

375 

223 

5,276 

339 

4 








Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 



Statistical Data by Operation 


U.3. Woolworth 



1983 

1982 

1981 

1980 

1979 

Sales (millions) 

Selling area in square 

$1,821 

1,707 

1,686 

1,699 

1,645 

feet (millions) 

21.2 

21.6 

22.2 

23.2 

23.9 

Sales per square foot 

$ 86 

79 

76 

73 

69 

Income before unallocated 





items (millions) 

$ 78 

66 

73 

80 

83 

Woolworth Canada 

(in Canadian dollars) 

1983 

1982 

1981 

1980 

1979 

Sales* (millions! 

Can$l,739 

1,670 

1,669 

1,617 

1,507 

Income before unallocated 





items (millions) 

Can$ 74 

64 

60 

76 

83 

Woolworth 

Sales (millions) 

Selling area in square 

Can$ 354 

330 

320 

316 

310 

feet (millions) 

3.5 

3.4 

3.4 

3.4 

3.5 

Sales per square foot 

Can$ 101 

97 

94 

93 

89 

Woolco 

Sales (millions) 

Selling area in square 

Can$l,385 

1,320 

1,329 

1,286 

1,185 

feet (millions) 

11.4 

11.3 

11.2 

10.7 

10.1 

Sales per square foot 

Can$ 121 

117 

119 

120 

117 

includes sales of catalogue stores which were closed in 1982. 



Woolworth Germany 





(in German marks) 

1983 

1982 

1981 

1980 

1979 

Sales (millions) 

Selling area in square 

DM1,806 

1,741 

1,718 

1,686 

1,572 

feet (millions) 

3.4 

3.4 

3.3 

3.2 

3.1 

Sales per square foot 

DM 531 

512 

521 

527 

507 

Income before unallocated 





items (millions) 

DM 116 

98 

128 

149 

150 


Kinney Shoe Corporation 



1983 

1982 

1981 

1980 

1979 

Sales (millions) 

Income before unallocated 

$1,264 

1,132 

1,060 

952 

880 

items (millions) 

$ 121 

100 

101 

93 

96 

United States 

Sales (millions) 

Selling area in square 

$1,016 

910 

838 

754 

709 

feet (millions) 

4.9 

5.0 

4.9 

4.6 

4.2 

Sales per square foot 

$ 207 

182 

171 

164 

169 

Canada (In local currency) 






Sales (millions) Can$ 259 

229 

222 

194 

167 

Selling area in square 






feet (thousands) 

1,109 

1,110 

947 

880 

779 

Sales per square foot Can$ 234 

206 

234 

220 

214 

Australia (In local currency) 





Sales (millions) 

Selling area in square 

AS 43 

37 

32 

29 

25 

feet (thousands) 

185 

174 

171 

165 

164 

Sales per square foot 

A$ 232 

213 

187 

176 

152 

Rlchman Brothers 


1983 

1982 

1981 

1980 

1979 

Sales (millions) 

Selling area in square 

$222 

198 

186 

179 

184 

feet (millions) 

1.5 

1.6 

1.6 

1.6 

1.5 

Sales per square foot 
Income (loss) before unal- 

$148 

124 

116 

112 

123 

located items (millions) 

$ 10 

4 

(5) 

(4) 

4 
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The Year in Review 



F iscal 1983 was a very 
successful year for 
Woolworth. Net income, 
net assets and return 
on investment increased signifi¬ 
cantly during the year. Improved 
economic conditions, both do¬ 
mestically and abroad, contrib¬ 
uted in part to these gains. 

The Company operates 
principally in the United States, 
Canada and Germany. Gener¬ 
ally, the United States and Cana¬ 
dian economies were strong 
during 1983, while the German 
economy lagged somewhat. 

In the United States, growth 
in production and employment 
translated into increased con¬ 
sumer spending and helped pro¬ 
duce the best Christmas selling 
season in many years. 

Canadian consumers were 
also spending vigorously in 
1983, using savings which they 
amassed during the 1982 reces¬ 
sion. Real disposable income 
increased in the second half of 
1983 to fuel further gains in 
retail sales. Recalling that the 
Canadian unemployment rate 
remained in double digits during 
the Christmas selling season, 
the strength of the recovery 
was encouraging. 


The German economy 
climbed at a 5% rate in the 
first half of the year powered 
primarily by consumer spending 
and construction activity. Retail 
sales also benefited from declin¬ 
ing inflation and interest rates, 
consumer anticipation of the 
mid-year increase in the Value 
Added Tax and the maturing of 
special long-term savings depos¬ 
its. In the second half of the 
year, as anticipated, consumers 
moved to rebuild their savings 
and reduce Christmas purchases. 

While much improved 
economic conditions, particu¬ 
larly in the U.S., had a positive 
effect on the Company’s perfor¬ 
mance, the implementation of 
the strategies developed by the 
Chairman’s Group played an 
even more important role. Estab¬ 
lished early in 1983, the Chair¬ 
man’s Group, composed of the 
five top officers of the Company 
and the Vice President for 
Corporate Planning and Develop¬ 
ment, constitute the senior 
management committee of 
the Company. 

Averaging 49 years of age, 
this group addresses the com¬ 
plex and interrelated issues of 
long-range planning, financial 
operating objectives and capital 
allocation. 

Through discussions with the 
operating divisions, the follow¬ 
ing strategies have been devel¬ 
oped and are currently being 
implemented: 


• To restructure, reformat 
and revitalize businesses which 
can meet the Company’s objec¬ 
tives within a reasonable time 
span and to redeploy assets 
away from those which cannot. 

• To accelerate expansion of 
successful specialty retailing for¬ 
mats and to develop new ones. 

• To acquire compatible spe¬ 
cialty retailing companies hav¬ 
ing actual and potential rates of 
profit growth and return on 
investment higher than those of 
F.W. Woolworth Co. 

The results of each succes¬ 
sive quarter in 1983 provide 
convincing evidence of the 
soundness of these objectives 
and the effectiveness of their 
implementation. 

In no segment of the busi¬ 
ness was it more important to 
restructure, reformat and revi¬ 
talize operations than in the 
U.S. Woolworth Division. 
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Strategic Priorities 


In order to fulfill its mission and achieve its financial objectives, the 
Company has established the following priorities: 

• To restructure, reformat and revitalize businesses which can meet the 
Company’s objectives within a reasonable time span and to redeploy assets 
away from those which cannot 

• To accelerate expansion of successful specialty retailing formats and 
to develop new ones. 

• To acqidre compatible specialty retailing companies having actual and 
potential rates of prof it growth and return on investment higher than those 
ofF. W. Woolworth Co. 
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The Year in Review 


Operating Income 

1383 vs. 1982 
(millions of dollars) 



Quarter 12 3 4 

■ 1983 

■ 1982 


U.S.Woolworth 

T he program to 

modernize the U.S. 
Woolworth stores which 
began in 1983 capitalizes 
on the two major strengths of 
the U.S. Woolworth Division. 
First, in its existing 1,230 stores 
Woolworth possesses many of 
the finest shopping center and 
downtown retailing locations in 
the country. Second, it is the 
dominant retailer in its field, a 
position that is being further 
strengthened through an 
aggressive, carefully planned 
merchandising strategy. 

The first major step in the 
modernization program was 
taken in 1983 with the refurbish¬ 
ment of 102 stores. The ren¬ 
ovation plan evolved from an 
intensive study of various sizes 
and types of Woolworth stores 
and accomplishes several key 
objectives. 

One of these objectives is to 
improve the merchandise mix 
by focusing on the departments 
that are basic to a Woolworth 
store and produce a preponder¬ 
ance of sales. Among these are 
health and beauty aids, house- 
wares, stationery and greeting 
cards, toys, books and candy. 

A second objective is to im¬ 
prove traffic flow by redesigning 
aisles and placing departments 
so that shoppers encounter high¬ 
lighted display areas as they 
move through the store. 

A third objective is to improve 
the appearance of the 


stores through appealing, mod¬ 
em decor and more attractive 
and exciting merchandise 
displays. 

While concentrating on build¬ 
ing the strength of core depart¬ 
ments, the program still takes 
into account the differences 
among Woolworth stores and 
the shoppers they serve. 
Regional, district and store 
managers all participate in plan¬ 
ning the modernization and 
determine how individual stores 
will supplement core depart¬ 
ments with other departments 
having particular appeal in their 
geographic area. Thus, all man¬ 
agers are encouraged to use 
their entrepreneurial skills in 
meeting the needs of their 
marketplaces. 

The store modernization 
program produced excellent 
results in 1983. Sales in refur¬ 
bished major mall stores 
increased by more than 30% 
over comparable prior year fig¬ 
ures. Sales in all other refur¬ 
bished stores increased more 
than 20%. The modernization 


effort will be pursued aggres¬ 
sively in 1984 with at least 100 
stores scheduled for 
renovation. 

In another aspect of the 
modernization program, the 
U.S.Woolworth Division 
moved to improve its food ser¬ 
vices by successfully test 
marketing a new restaurant for¬ 
mat called “The Quiet Comer” in 
St. Louis, Missouri. In addition, 
it became a franchisee of 
Burger King during 1983. The 
first of these fast-food units 
opened in a Woolworth store on 
Fulton Street in New York’s 
financial district near the South 
Street Seaport. The Company 
expects to replace food service 
operations in as many as 50 
Woolworth stores over the next 
few years with these high vol¬ 
ume units. Planned for busy 
urban shopping locations, they 
should substantially increase 
the volume of food sales and 
improve customer traffic in the 
Woolworth stores. 

While all of this was occur¬ 
ring, important strides also 
were being made by the Com¬ 
pany’s specialty footwear and 
apparel retailing operations. 
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Strategy 


• To restructure, reformat and revitalize businesses which can meet the 
Company’s objectives within a reasonable time span and to redeploy assets 
away , om those which cannot. 
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The Year in Review 


Kinney Shoe Corporation 

F iscal 1983 was a year of 
strong growth for Kinney, 
the nation’s largest spe¬ 
cialty and family foot¬ 
wear retailer and one of the larg¬ 
est in the world. It added 57 
stores to bring its total in the 
United States, Canada and Aus¬ 
tralia to 3,036 at year end. 
Additions in 1983 were both in 
established stores and in newly 
conceived specialty formats. 

The fastest growth among 
the Kinney units was scored by 
Foot Locker, which opened 97 
stores during the year to bring 
its total in the United States and 
Canada to 522. Staffed by sales 
people in striped basketball 
referees’jerseys and with store 
decor keyed to its sports- 
minded customers, Foot Locker 
has become America’s most 
complete athletic footwear 
chain. And with 89 units in 
California, it is ideally positioned 
to capitalize on the surging 





interest in sports expected to 
result from the 1984 Olympic 
Games in Los Angeles. 

A major extension of this 
retailing concept is Lady Foot 
Locker, which sells coordinated 
outfits from shoes to shirts to 
shorts, for today’s active women. 
Three test stores opened in 
1982 received enthusiastic 
acceptance in the marketplace. 
During 1983, 34 of these stores 
were opened and continued 
rapid growth of the chain is 
planned. 

Fredelle, Kinney’s merchan¬ 
diser of women’s fashion foot¬ 
wear with 96 stores in Canada, 
continued its penetration of the 
U.S. market by opening another 
seven stores, increasing the 
number to 18. 

Frugal Frank’s offers brand- 
name family shoes at outlet 
prices, and Final Cut is Kinney’s 
off-price merchandiser of 
brand-name athletic footwear 
and clothing. Both of these new 
and still small Kinney ventures 
made encouraging progress in 
their market segments. 

Yet another new merchandis¬ 
ing concept is Shoe Spectrum, 


which places multiple Kinney 
footwear formats under one 
roof. In a test location, Kinney, 
Foot Locker and Fredelle were 
combined with highly satisfac¬ 
tory results. Other store com¬ 
binations for Shoe Spectrum 
are being studied. 

The newest addition to the 
Kinney lineup in Canada is 
Sacaldi. This retailer of ladies’ 
handbags and accessories now 
operates seven stores. 

Randy River is Kinney’s lat¬ 
est concept in Australia. Seven 
of these stores, which specialize 
in high fashion women’s foot¬ 
wear, have been opened with 
encouraging response from 
shoppers. 
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Strategy 


• To accelerate expansion of successful specialty retailing formats and 
to develop new ones. 
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The Year in Review 


Richman Brothers 

F iscal 1983 was a year of 
solid progress toward 
Richman’s goal of becom¬ 
ing a highly successful 
chain of promotionally oriented 
men’s specialty stores. Sales 
increased 12% over the 1982 
level and operating income rose 
to $10 million from $4 million in 
the prior year. The availability 
of merchandise in proper quan¬ 
tities, colors, styles and sizes to 
support and sustain advertised 
promotions played an important 
role in the improved results and 
reflected the close coordination 
of the manufacturing, distribut¬ 
ing and merchandising segments 
of the business. 

Much of the clothing sold in 
the Richman and Anderson- 
Little stores is manufactured in 
the company’s own plants. Pro¬ 
ductivity gains in these plants 
make it possible to offer suits, 
such as Richman’s popular 
Adam’s Row line, at highly com¬ 
petitive prices. This advantage 
is being brought home to con¬ 
sumers through increased 
advertising and implemented by 
friendly, helpful service in all of 
the company’s 315 stores. 

1984 plans call for the open¬ 
ing of four Anderson-Little 
stores. Merchandise offerings 
will be broadened to include 
three complete lines of men’s 
suits at popular price levels for 
both Richman and Anderson- 
Little stores. And the aggres¬ 
sive advertising program will 
be continued. 


12 


*J. Brannam 


Woolworth Canada and Germany 


hrough its 38 stores 
*J. Brannam offers 
money-saving discounts 
on 700 nationally adver¬ 
tised brands of clothing for 
women, men and children, 
along with domestic goods for 
bed and bath. 

1983 was a time of rebuilding 
for *J. Brannam following the 
1982 closing of a number of its 
stores in discontinued Woolco 
locations. During the year, nine 
new stores, averaging 25,000 
square feet in size and offering 
department-store-like decor, 
were opened. 

In order to improve customer 
traffic flow and departmental 
layouts, 16 stores were refur¬ 
bished. Results of the program 
were encouraging, with many 
stores reporting 20% compara¬ 
ble store sales gains in the 
fourth quarter. 


T he Canadian company 
also entered the spe¬ 
cialty retailing market 
last year by opening five 
Activeworld boutiques. These 
stores specialize in women’s 
and children’s life style casual 
clothing and footwear. Cus¬ 
tomer response has been very 
favorable and 10 more units are 
scheduled to open in 1984. 

Across the Atlantic, the 
German company expanded to 
three units its fledgling spe¬ 
cialty retailing business named 
Krone. These stores, which 
sell infants’ and children’s 
apparel, are located in West 
Germany’s downtown major 
urban areas. The new venture 
has been well received and the 
number of stores is expected to 
double in 1984. 

In addition to fostering 
growth in existing units and 
developing new store concepts 
in the U.S. and abroad, a third 
element of the Company’s 
strategy is the acquisition of 
specialty store retailing opera¬ 
tions that fit its expansion 
criteria. An important step in 
this direction was taken 
during 1983. 



Anderson-Little 
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The Year in Review 


Little Folk Shop 


W ith 102 stores in 
California and Ari¬ 
zona, Holtzman’s 
Little Folk Shop 
was the largest independent 
specialty retailer of children’s 
apparel in the United States at 
the time of its acquisition in 
August, 1983. By the end of the 
business year, the chain had 
grown to 120 units and ex¬ 
panded into Texas and Nevada. 

Little Folk met Woolworth’s 
acquisition criteria in several 
key ways. First, the compa¬ 
ny is a leader in an important 
segment of the specialty retail¬ 
ing market. Second, it is a 



value-oriented operation with 
dynamic management. Third, 
it has outstanding growth 
prospects. 

Twenty-six of the company’s 
stores operate under the name 
Little Folk. These units aver¬ 
age 3,000 square feet and sell 
the latest brand-name infants’ 
and children’s apparel. Ninety- 
four stores operate under 
the name Kids Mart. Located 
in strip and neighborhood 
shopping centers, they aver¬ 
age 2,000 square feet and 
sell branded and private label 
infants’ and children’s apparel 
at off-price. Both formats pro¬ 
duce sales of more than $200 
per square foot. 

Fueled by the mini baby 
boom the nation is experienc¬ 
ing, Little Folk will continue its 
fast expansion. Forty-five addi¬ 
tional stores will be opened in 


1984, 27 of them in Texas, 
and the company will enter the 
Florida and Louisiana markets 
for the first time. Present plans 
call for opening from 300 to 400 
more stores, primarily Kids 
Mart units, in the sunbelt dur¬ 
ing the next several years. 
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Strategy 


• To acquire compatible specialty retailing companies having actual and 
potential rates of prof it growth and return on investment higher than those 
ofF. W. Woolworth Co. 
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Financial Statements 


Management's Report _ 

The integrity and objectivity of the financial statements and other 
financial information presented in this annual report are the 
responsibility of management of the Company. The financial 
statements have been prepared in conformity with generally 
accepted accounting principles and necessarily included amounts 
based on best estimates and judgment of management. 

The Company maintains internal accounting control systems and 
related policies and procedures designed to provide reasonable 
assurance that assets are safeguarded, that transactions are exe¬ 
cuted in accordance with management’s authorization and prop¬ 
erly recorded, and ihat accounting records may be relied upon for 
the preparation of financial statements and other financial infor¬ 
mation. The design, monitoring, and revision of internal account¬ 
ing control systems involve, among other things, management’s 
judgment with respect to the relative cost and expected benefits 
of specific control measures. The Company also maintains an 
internal auditing function which evaluates and formally reports on 
the adequacy and effectiveness of internal accounting controls, 
policies, and procedures. 


The Company’s financial statements have been examined by 
Price Waterhouse, the Company’s independent accountants, 
whose report below expresses their opinion with respect to the 
fairness of the presentation of the statements. 

The Audit Committee of the Board of Directors, which is com¬ 
posed solely of directors who are not officers or employees of the 
Company, meets regularly with corporate financial management, 
the internal auditors, and Price Waterhouse to review the activity 
of each and satisfy itself that each is properly discharging its 
responsibility. In addition, the Audit Committee meets regularly 
with Price Waterhouse, without management’s presence, to dis¬ 
cuss the examination of the financial statements as well as other 
auditing and financial reporting matters. 

John W. Lynn William K. Lavin 

Chairman of the Board and Senior Vice President—Finance 

Chief Executive Officer and Chief Financial Officer 



Report of Independent Accountants 




^ " iterhouse 


March 12,1984 

153 East 53rd Street 
New York, New York 10022 


To the Board of Directors and Shareholders of F. W. Woolworth Co.: 

In our opinion, the accompanying consolidated balance sheet and the related consolidated statements of income, changes in 
shareholders’ equity, and changes in financial position present fairly the financial position of F. W. Woolworth Co. and its consolidated 
subsidiaries at January 31,1984,1983 and 1982, and the results of their operations and the changes in their financial position for the 
years then ended, in conformity with generally accepted accounting principles consistently applied. Our examinations of these 
statements were made in accordance with generally accepted auditing standards and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 
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Summary of Significant Accounting Policies 

Consolidation —The consolidated financial statements include 
the accounts of the Company and all wholly owned domestic and 
foreign subsidiaries. The Company’s 49%-owned Mexican sub¬ 
sidiary has been accounted for on the cost basis since August 1, 
1982, due to dividend restrictions imposed by the Mexican gov¬ 
ernment at that time, and uncertainties as to future government 
controls on foreign exchange. 

All subsidiaries’ results are based on fiscal years ending Janu¬ 
ary 31, except for the German and Australian subsidiaries 
whose fiscal years end December 31. 

Discontinued Operations —In 1982, the Company discontinued 
its U.S. Woolco operations and sold its 52.6% interest in its Brit¬ 
ish subsidiary. These businesses have been accounted for as dis¬ 
continued operations since September 24,1982 and October 31, 
1982, respectively. All revenues and expenses attributable to 
these discontinued operations were removed from continuing 
operations and are shown separately in the income statement 
under the caption “Discontinued Operations.” Similarly, all 
assets and liabilities of discontinued operations except for short 
and long-term debt were segregated on the balance sheet. 

Earnings per Share —Primary earnings per share is computed 
on the basis of the weighted average number of shares out¬ 
standing giving effect to dilutive stock options. Fully diluted earn¬ 
ings per share gives effect to the assumed conversion of convert¬ 
ible preferred stock and the effect of dilutive stock options. 

Foreign Currency Translation —In accordance with Statement 
of Financial Accounting Standard No. 52, all assets and liabilities 
have been translated at the exchange rates prevailing at the 
respective balance sheet dates, and all income statement items 
have been translated using the weighted average exchange 
rates during the respective year. The gains and losses resulting 
from translating assets and liabilities at current rates are 
reported in shareholders’ equity. Gains and losses from foreign 
currency transactions are reported in income. 


Merchandise Inventories —Inventories are valued at the lower 
of cost or market using the retail method for merchandise in 
stores and warehouses. Cost is determined on the iast-in, first- 
out (LIFO) basis for most domestic inventories, and the first-in, 
first-out (FIFO) basis for foreign inventories. 

Properties— -Significant additions and improvements to proper¬ 
ties are capitalized; maintenance and repairs are charged to cur¬ 
rent operations as incurred. 

Depreciation and Amortization —Owned buildings and equip¬ 
ment are depreciated on a straight-line basis over the estimated 
useful lives of the assets. The principal annual rates of deprecia¬ 
tion are 2% to 3% for buildings and 7% to 33% for furniture, fix¬ 
tures, and equipment. Leased properties under capital leases 
and improvements to leased premises are amortized on a 
straight-line basis over the lesser of the life of the asset or the 
term of the lease. 

Store Preopening Costs —Store preopening costs are charged to 
expense in the year incurred. 

Income Taxes —United States investment tax credits are 
accounted for under the “flow through” method and are thus 
applied as a reduction of income tax expense for the period in 
which expenditures create the tax benefit. 

Leases on Closed Facilities —Fshmated future costs of leases 
on closed facilities are recognized in the period in which the 
determination to close is made. These costs represent the 
present value of expenditures for rents, real estate taxes, and 
other occupancy costs, reduced by estimated income from 
subtenant leases. 
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Consolidated Statement of Income 

F. W. Woolvvorth Co. 


For the fiscal years ended January 31,1984,1983, and 1982 (in millions) 

1983 

1982 

1981 

Revenues 




Sales, including sales from leased departments of $242, $237, and $271 

$5,456 

$5,124 

$5,075 

Other income 

26 

33 

55 


5,482 

5,157 

5,130 

Costs and Expenses 




Costs of sales 

3,679 

3,467 

3,420 

Selling, general, and administrative expenses 

1,411 

1,360 

1,331 

Depreciation and amortization 

100 

97 

92 

Interest expense 

85 

98 

103 


5,275 

5,022 

4,946 

Income from Continuing Operations before Income Taxes 

207 

135 

184 

Income taxes 

89 

53 

87 

Net Income from Continuing Operations 

118 

82 

97 

Discontinued Operations 




(Loss) from discontinued operations, 




net of income taxes 

— 

(37) 

(15) 

Estimated (loss) from disposal of discontinued operations, 




net of income taxes 

— 

(398) 

— 


- 

(435) 

(15) 

Net Income (Loss) 

$ 118 

$ (353) 

$ 82 

Earnings Per Common Share 




Continuing operations 

$ 3.72 

$ 2.63 

$ 3.14 

Discontinued operations 

— 

(14.34) 

(.50) 

Net income (loss) 

$ 3.72 

$(11.71) 

$ 2.64 


See Summary of Significant Accounting Policies on page 17 and Financial Review on pages 23 to 31. 
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Consolidated Balance Sheet 

F.W. WoolworthCo. 


January 31,1984,1983, and 1982 (in millions) 

1983 

1982 

1981 

ASSETS 




Current Assets 




Cash, and short-term investments of $134 in 1983 and $214 in 1982 

$ 167 

$ 260 

$ 16 

Merchandise inventories 

1,042 

1,026 

999 

Other current assets 

100 

97 

92 

Assets of discontinued operations, net 

— 

— 

610 


1,309 

1,383 

1,717 

Owned Properties, less depreciation and amortization 

778 

798 

800 

Leased Properties under Capital Leases, less amortization 

112 

129 

122 

Deferred Tax Benefit 

89 

133 

— 

Deferred Charges and Other Assets 

76 

46 

59 


$2,364 

$2,489 

$2,698 

LIABILITIES AND SHAREHOLDERS’ EQUITY 




Current Liabilities 




Short-term debt 

$ - 

$ - 

$ 87 

Current portion of long-term debt and obligations under capital leases 

72 

32 

38 

Accounts payable 

315 

303 

356 

Accrued liabilities 

233 

204 

184 

Current portion of reserve for discontinued operations 

52 

162 

— 

Dividends payable 

14 

14 

14 

Income taxes 

29 

21 

15 


715 

736 

694 

Long-Term Debt 

300 

364 

407 

Long-Term Obligations under Capital Leases 

135 

152 

144 

Other Liabilities 

58 

53 

43 

Deferred Taxes 

33 

33 

38 

Reserve for Discontinued Operations 

93 

152 

— 

Shareholders’ Equity 

1,030 

999 

1,372 


$2,364 

$2,489 

$2,698 


See Summary of Significant Accounting Policies on page 17 and Financial Review on pages 23 to 31. 
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\ Consolidated Statement of Changes in Shareholders’ Equity 

'■ F.W. WoolworthCo. 


For the fiscal years ended January 31,1984,1983, and 1982 
(shares in thousands, amounts in millions) 


1983 


1982 


1981 


Shares 

Amount 

Shares 

Amount 

Shares 

Amount 

Preferred Stock 

Par value $1 per share, $2.20 Series A Convertible Preferred at stated 







value $4.73V3 per share, 7,000,000 shares authorized 







Outstanding at beginning of year 

719 $ 3 

945 

$ 4 

1,074 

$ 5 

Converted during year 

(164) 

(1) 

(226) 

(1) 

(129) 

(1) 

Outstanding at end of year 

555 

2 

719 

3 

945 

4 

Common Stock and Paid-In Capital 

Par value $3.33Va per share, 60,000,000 shares authorized 

Issued at beginning of year 

30,809 

103 

30,488 

102 

30,306 

101 

Issued upon conversion of preferred shares 

234 

1 

321 

1 

182 

1 

Issued under stock purchase plan 

398 

6 

— 

— 

— 

— 

Issued upon exercise of options 

76 

2 

— 

— 

— 

— 

Tax benefits related to stock option and purchase plans 


1 


— 


— 

Issued at end of year 

31,517 

113 

30,809 

103 

30,488 

102 

Common stock in treasury at beginning of year 

(184) 

(4) 

(158) 

(4) 

(305) 

(7) 

Acquired at cost 

(35) 

(!) 

(233) 

(4) 

(15) 

— 

Issued under stock purchase plan 

— 

— 

181 

4 

147 

3 

Issued upon exercise of options 

191 

4 

26 

— 

15 

— 

Common stock in treasury at end of year 

(28) 

(1) 

(184) 

(4) 

(158) 

(4) 

Common stock and paid-in capital issued and outstanding at end of year 

31,489 

112 

30,625 

99 

30,330 

98 

Retained Earnings 

Balance at beginning of year 


927 


1,338 


1,312 

Net income (loss) 

Cash dividends declared 


118 


(353) 


82 

Preferred stock 


(1) 


(2) 


(2) 

Common stock 


(57) 


(55) 


(54) 

Stock option and purchase plan transactions, net 


_(1) 


(1) 


— 

, Balance at end of year 


986 


927 


1,338 

Shareholders’ Equity before Foreign Currency Translation Adjustment 


1,100 


1,029 


1,440 

Foreign Currency Translation Adjustment 

Balance at beginning of year 


(30) 


(68) 


32 

Effect of fluctuations in foreign currency translation rates 

Effect of recognizing in earnings the cumulative translation loss of 


(40) 


(57) 


(100) 

British subsidiary 


— 


95 


— 

Balance at end of year 


(70) 


(30) 


(68) 

Total Shareholders’ Equity 


$1,030 


$ 999 


$1,372 


See Summary of Significant Accounting Policies on page 17 and Financial Review on pages 23 to 31. 
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Consolidated Statement of Changes in Financial Position 

F.W. Wool worth Co. 


For the fiscal years ended January 31,1984,1983, and 1982 (in millions) 

1983 

1982 

1981 

Financial Resources Were Generated from: 

Income from continuing operations 

$118 

$ 82 

$ 97 

Non-cash items 

Depreciation and amortization 

100 

97 

92 

Domestic operations’ tax provision 

44 

32 

_ 

Equity in net income of Mexican subsidiary 

— 

(1) 

(6) 

Total 

262 

210 

183 

Proceeds from issuance of common stock 

9 

_ 

_ 

Dividends received from Mexican subsidiary 

— 

2 

_ 

Sales of properties 

13 

19 

12 

Sale of Mexican shares 

— 

— 

7 

Other 

— 

13 

15 

Total Financial Resources Generated from Continuing Operations 

284 

244 

217 

Financial Resources Were Used for: 

Increases (decreases) in working capital requirements 
(excluding cash and borrowings) 

Changes in inventory 

3 

27 

(6) 

Changes in other current assets and liabilities 

(39) 

32 

(67) 

Additions to owned properties and those under capital leases 

103 

116 

147 

Net fixed assets transferred from discontinued operations 

— 

26 

— 

Cash dividends 

58 

57 

56 

Treasury stock transactions 

(3) 

1 

(3) 

Cost of acquisition 

28 

— 

— 

Total Financial Resources Used for Continuing Operations 

150 

259 

127 

Foreign Currency Translation Adjustment 

(9) 

(7) 

(8) 

Net Financial Resources Generated (Required) from (for) 

Continuing Operations 

125 

(22) 

82 

Net Financial Resources Generated (Required) from (for) 

Discontinued Operations 

(169) 

394 

(14) 

Net Financial Resources Generated (Required) 

$ (44) 

$372 

$ 68 

Uses (Sources) of Additional Resources 

Increase (decrease) in cash and short-term investments 

$ (93) 

$244 

$(14) 

Decrease in short-term debt 

— 

87 

105 

(Increase) decrease in long-term debt and capital lease obligations 

49 

41 

(23) 


$ (44) 

$372 

$ 68 


See Summary of Significant Accounting Policies on page 17 and Financial Review on pages 23 to 31. 
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Management’s Discussion of Operating Results and Financial Condition 


A s a multinational 

retailer which sells a 
broad range of mer¬ 
chandise including 
footwear and apparel through 
more than 5,200 stores and 
leased departments in the 
United States, Puerto Rico, 

U.S. Virgin Islands, Canada, 
Germany, Australia, and Mex¬ 
ico, the Company’s operating 
results and financial condition 
are affected by the economic 
and competitive forces of the 
various environments in which 
it operates. Based on manage¬ 
ment’s analysis of the results 
of operations of existing 
businesses compared to profit 
criteria, the profitability of 
existing stores in relation to 
markets in which the Company 
operates, the size of its stores, 
and the merchandise lines being 
offered, the Company has made 
a series of decisions designed 
to restructure the Company. 
These decisions are part of a 
strategic plan to redeploy assets 
away from areas producing a 
low return on investment to 
areas producing a more satis¬ 
factory return on investment; 
to provide support for profit¬ 
able businesses; and to acceler¬ 
ate expansion of specialty retail¬ 
ing operations through internal 
development and acquisition. 


Major steps taken in 1982 
were the discontinuance of the 
U.S. Woolco operations and the 
sale of the Company’s entire 
52.6% interest in its unconsoli¬ 
dated British subsidiary. Other 
steps taken in 1982 for the 
restructuring and elimination of 
operations which did not meet 
the Company’s profitability cri¬ 
teria were the establishment of 
a $6 million after-tax charge for 
the discontinuance of certain 
foreign facilities, and the sale of 
the U.S. Shirt Closet operation. 

In July, 1981 the Company 
realized a $15 million after-tax 
profit from the sale of 51% of its 
equity in its Mexican subsidiary, 
which was sold to comply with 
requirements for expansion 
in Mexico. 

During the past three years 
the Company has reduced the 
size of existing stores by sub¬ 
leasing space to other Company 
operating units and to outsiders, 
and has assumed the operations 
of a significant number of depart¬ 
ments formerly licensed to others. 

Funds generated from these 
actions have enabled the Compa¬ 
ny to eliminate short-term debt 
at year end and to position itself 
to achieve its strategic goals. 

In 1983 the Company acquired 
Holtzman’s Little Folk Shop, 

Inc. for $28 million. Operating 
more than 100 stores under the 
Kids Mart and Little Folk 
names, the acquisition of this 
chain represents a major step in 
the Company’s program to 
expand its large, growing and 
profitable stake in specialty 
store retailing. 

Operating income (income 
before unallocated items) of 


specialty operations was 41% of 
total operating income in 1983, 
39% in 1982, and 34% in 1981. 
This trend is expected to con¬ 
tinue since specialty operations 
are being expanded at a more 
rapid rate than general mer¬ 
chandise operations and gener¬ 
ate comparatively higher 
operating profit margins. 

The Company uses the retail 
method to value merchandise 
inventories. Cost is determined 
on the FIFO basis for foreign 
inventories, and on the LIFO 
basis for most domestic inven¬ 
tories. Included in costs of sales 
was a nominal LIFO credit in 
1983 compared with LIFO 
charges of $5 million in 1982 and 
$23 million in 1981. 

Interest expense was $85 
million in 1983, $98 million in 
1982, and $103 million in 1981. 
This decline is a result of lower 
average short-term borrowing 
levels and lower short-term 
interest rates. Included in 1983 
interest expense is $16 million 
of imputed interest on the 
reserve for discontinued 
operations. 

At January 31,1982, the 
Company had $16 million in cash 
and $87 million in short-term 
debt outstanding. After the 
1982 sale of the Company’s 
equity in its British subsidiary 
for $277 million and the discon¬ 
tinuance of its U.S. Woolco 
operations, the Company had 
$260 million in cash and market¬ 
able securities and no short- 
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Financial Review 


term debt outstanding at Jan¬ 
uary 31,1983. At that date the 
Company had ongoing obliga¬ 
tions of $314 million related to 
the Woolco discontinuance. 

During 1983 the Company 
funded $169 million of the 
Woolco liability and, at January 
31,1984, had cash and market¬ 
able securities of $167 million 
and no short-term debt out¬ 
standing. Approximately $52 
million of the remaining Woolco 
liability of $145 million is expect¬ 
ed to be funded in fiscal 1984. 

The Company recognized a 
deferred tax benefit of $133 mil¬ 
lion in 1982 related to the dis¬ 
continuance of the U.S. Woolco 
operations. During 1983, the 
Company utilized $44 million of 
this deferred tax benefit, leav¬ 
ing a remaining deferred tax 
benefit of $89 million which will 
be utilized to offset the tax lia¬ 
bility from domestic operations 
over the next two years. 

As shown in the Consolidated 
Statement of Changes in Finan¬ 
cial Position, the sum of total 
funds generated from continu¬ 
ing operations during the past 
three years exceeded those 
used for working capital, expan¬ 
sion and dividends. Based on 
current plans for 1984, which 
include additions to owned 
properties of $120 million, man¬ 
agement anticipates that contin¬ 
uing operations will generate 
more funds than required. The 
percentage of aggregate short¬ 
term debt and long-term debt 
to the sum of total debt and 
total shareholders’ equity was 


approximately 26% at January 
31,1984 and 28% at the end of 
the two prior years. 

In February of 1984, Moody’s 
Investors Service raised the 
Company’s senior debt rating to 
Baa-1 from Baa-2. Moody’s 
attributed this action to the 
Company’s improved earn¬ 
ings prospects and increased 
liquidity. 

The Company meets season¬ 
al working capital requirements 
by the issuance of commercial 
paper, bankers acceptances 
and the use of short-term lines 
of credit. Lines of credit avail¬ 
able at January 31,1984 totaled 
$385 million. In addition, in 
August of 1983 the Company 
entered into a $30 million re¬ 
volving credit agreement matur¬ 
ing in July of 1985. Depending 
on market conditions, the Com¬ 
pany may utilize other sources 
of financing, either long-term 
or short-term. 

For a more detailed analysis 
of operating results and finan¬ 
cial condition see Financial 
Review beginning on this page. 
For required information on the 
effects of inflation on the Com¬ 
pany, see page 32. 


Sales 


An analysis of sales contribution by management responsibility 

and geographic area follows: 





(in millions) 

3933 

1982 

1981 

1980 

1979 

Domestic: 






Woolworth 

$ 1,821 

$1,707 

$1,686 

$1,699 

$1,645 

Kinney 

1,016 

910 

838 

754 

709 

Richman 

222 

198 

186 

179 

184 

*J. Brannam 

71 

85 

57 

27 

4 

Little Folk 

33 

— 

— 

— 

— 

Total domestic 

3,163 

2.900 

2,767 

2.659 

2.542 

% change from prior year 

9.1 

4.8 

4.1 

4.6 

8.3 

Foreign: 






Woolworth Canada 

1,408 

1,350 

1,394 

1,379 

1,289 

Woolworth Germany 
Kinney: Canada and 

703 

717 

762 

922 

863 

Australia 

248 

222 

222 

198 

171 

Intersegment sales 

( 66 ) 

(65) 

(70) 

(56) 

(41) 

Total foreign 

2,293 

2,224 

2,308 

2,443 

2,282 

% change from prior year 

3.1 

(3.6) 

(5.5) 

7.1 

14.4 

Total sales 

$ 5,456 

$5,124 

$5,075 

$5,102 

$4,824 

?c change from prior year 

6.5 

1.0 

(0.5) 

5.8 

11.1 


In 1983, sales increased 6.5% over the prior year level. Domestic 
sales increased 9.1% and foreign sales increased 3.1%. Strength¬ 
ening of the U. S. dollar in relation to currencies of foreign 
countries in which the Company operates reduced the increase 
in foreign sales expressed in U.S. dollars. If foreign sales had 
been translated at the 1982 translation rates, 1983 foreign sales 
would have increased 5.0%, and total sales, 7.3%. 

Increases in sales over the past five years resulted from infla¬ 
tion and sales gains at existing stores, and the addition of new 
stores. For further information on sales, sales per square foot, 
and operating income in local currency, see page 5 of this 
Annual Report. 
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Net Income 

An analysis of income by management responsibility and geo¬ 
graphic area follows: 


(in millions) 

1933 

1982 

1981 

1980 

1979 

Income before unallocated 

Domestic: 

Woolworth 

$ 78 

$ 66 

$ 73 

$ 80 

$ 83 

Kinney 

102 

88 

83 

78 

82 

Richman 

10 

4 

(5) 

(4) 

4 

*J. Brannam 

( 7 ) 

(5) 

(4) 

(4) 

(1) 

Little Folk 

1 

— 

— 

— 

— 

Total domestic 

184 

153 

147 

150 

168 

Foreign: 

Woolworth Canada 

60 

52 

50 

65 

71 

Woolworth Germany 

45 

40 

57 

81 

83 

Kinney: Canada and 

Australia 

19 

12 

18 

15 

14 

Total foreign 

124 

104 

125 

161 

168 

Operating income 

308 

257 

272 

311 

336 

Unallocated items 

Gain on sale of Mexican 

, shares 

— 

— 

22 

—• 

— 

Equity in net income of 

! Mexican subsidiary 

— 

1 

6 

8 

5 

Corporate expense 

( 12 ) 

(19) 

(6) 

(13) 

(11) 

Service charges on 

receivables sold 

W 

(6) 

(7) 

(5) 

(5) 

Interest expense 

( 85 ) 

(98) 

(103) 

(89) 

(76) 

Income taxes 

( 89 ) 

(53) 

(87) 

(72) 

(123) 


( 190 ) 

(175) 

(175) 

(171) 

(210) 

1 Net income from continuing 

| operations 

$118 

$ 82 

$ 97 

$140 

$126 


Operating income from continuing operations increased 20% in 
1983 from the 1982 level. Domestic operating income rose 20%, 
with all divisions except *J. Brannam contributing to the improve¬ 
ment. Foreign operating income increased 19% in 1983 despite 
depressed economic conditions in Germany. In fiscal 1982, total 
operating income declined 6% from the 1981 level. Domestic 
operating income rose 4% and foreign operating income 
declined 17%. 

Foreign companies’ operating income in the past two years has 
been affected by the dramatic fluctuations in values of foreign 
currencies in relation to the U.S. dollar. Following are the 
weighted average foreign exchange rates used to translate for¬ 
eign operating results into U.S. dollars: 
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1983 

1982 

1981 

Canada 

.8099 

.8083 

.8349 

% change from prior year 

. 2 % 

(3.2)% 

(2.1)% 

Germany 

.3893 

.4117 

.4434 

% change from prior year 

( 5 . 4 )% 

(7.1)% 

(18.9)% 

Australia 

.9008 

1.0149 

1.1492 

% change from prior year 

( 11 . 2 )% 

(11.7)% 

.6% 


Corporate expense declined 37% in 1983 from the 1982 level. 
Dividend income from the Company’s unconsolidated Mexican 
subsidiary reduced corporate expense by $1 million in 1983. 
Corporate expense for 1982 included pretax provisions of $10 
million for the contraction of certain foreign facilities, and $4 
million for the adjustment to net realizable value of certain foreign 
assets being held for sale. Pretax gains on the repurchase of 
debentures reduced corporate expense in 1982 and 1981 by $10 
million and $4 million, respectively. Net income from contin¬ 
uing operations increased 44% in 1983 compared with a 15% 
decline in 1982 and a 31% decline in 1981. 


Ratios useful in analyzing results of continuing operations are 
as follows: 


(% of sales) 

1983 

1982 

1981 

1980 

1979 

Costs of sales 

67 . 4 % 

67.7 % 

67.4% 

67.3 % 

66.7% 

Selling, general, and 

administrative expenses 

25.9 

26.5 

26.2 

25.6 

25.4 

Depreciation and 

amortization 

1.8 

1.9 

1.8 

1.8 

1.7 

Interest expense 

1.6 

1.9 

2.0 

1.7 

1.6 

Income taxes 

1.6 

1.0 

1.7 

1.4 

2.5 

Net income from continuing 

operations 

2.2 

1.6 

1.9 

2.7 

2.6 


Costs of Sales 

Gross margins over the last five years have been affected by 
the determination of inventory cost on the LIFO basis for most 
domestic inventories. There was a nominal LIFO credit in 1983 
compared with charges of $5 million in 1982, $23 million in 1981, 
$25 million in 1980, and $29 million in 1979. 


Selling, General, and Administrative Expenses 

Selling, general, and administrative expenses increased at a con¬ 
siderably slower rate than sales in 1983 after three straight years 
of outpacing sales increases. This is due primarily to a program to 
control overhead costs. Advertising expenses amounted to $106 
million in 1983, $104 million in 1982, and $96 million in 1981. 
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Depreciation and Amortization 

Depreciation and amortization expense, attributable to owned 
properties and leased properties under capital leases, by man¬ 
agement responsibility and geographic area follows: 


(in millions) 

1983 

1982 

1981 

1980 

1979 

Domestic: 

Woolworth 

$ 28 

$28 

$26 

$28 

$27 

Kinney 

26 

25 

23 

20 

17 

Richman 

4 

4 

4 

4 

3 

*J. Brannam 

1 

2 

1 

1 

— 

Little Folk 

1 

— 

— 

— 

— 

Corporate 

3 

3 

3 

1 

1 

Total domestic 

63 

62 

57 

54 

48 

Foreign: 

Woolworth Canada 

18 

17 

17 

16 

15 

Woolworth Germany 

14 

14 

15 

18 

18 

Kinney: Canada and 

Australia 

5 

4 

3 

2 

2 

Total foreign 

37 

35 

35 

36 

35 


$100 

$97 

$92 

$90 

$83 


Interest Expense 

Interest expense of continuing operations consisted of 
the following: 


(in millions) 

1983 

1982 

1981 

Short-term debt 

$16 

$49 

$ 59 

Long-term debt 

37 

33 

30 

Interest capitalized 

( 1 ) 

(2) 

(4) 

Total interest on debt 

52 

80 

85 

Imputed interest on 

capital lease obligations 

17 

18 

18 

Imputed interest on reserve 

for discontinued operations 

16 

— 

— 


$85 

$98 

$103 


The reserve for discontinuance of the U.S. Woolco operations 
was provided at the discounted present value of estimated future 
net cash flows. Imputed interest on reserve for discontinued 
operations represents amortization of this discount. 

Despite the inclusion of $16 million of this imputed interest, total 
interest expense decreased 13% in 1983 due primarily to lower 
average borrowing levels and lower short-term interest rates. 


Taxes on Income 

The following presents the domestic and foreign components of 
consolidated companies’ pretax income (loss) excluding equity in 
the net income of the Company’s former British subsidiary: 


(in millions) 

1983 

1982 

1981 

Continuing operations 

United States 

$106 

$ 72 

$ 85 

Foreign 

101 

63 

99 


207 

135 

184 

Discontinued operations 

— 

(618) 

(126) 

Total pretax income (loss) 

$207 

$(483) 

$ 58 


The income tax provision (benefit) consists of the following: 


(in millions) 

1983 

1982 

1981 

Current: 

Federal 

$ - 

$ — 

$ (18) 

State and local 

— 

3 

5 

Foreign 

39 

21 

34 

Total current provision 

39 

24 

21 

Deferred: 

Federal 

39 

(121) 

— 

State and local 

5 

(18) 

— 

Foreign 

6 

3 

5 

Total deferred provision 

50 

(136) 

5 

Total provision (benefit) for income taxes 

$ 89 

$(112) 

$ 26 


The income tax provision (benefit) is allocated to operations 
as follows: 


(in millions) 

1983 

1982 

1981 

Continuing operations 

Discontinued operations 

$ 89 

$ 53 

$ 87 

Operations of U.S. Woolco 

— 

(36) 

(61) 

Disposal of U.S. Woolco 

— 

(203) 

— 

Sale of British subsidiary 

— 

74 

— 

Total provision (benefit) 

$ 89 

$(112) 

$ 26 


The allocation for 1982 and 1981 was made by computing the 
tax provision on continuing operations and on the sale of the 
British subsidiary, and allocating the remaining tax benefit to the 
operations and disposal of U.S. Woolco. The U.S. tax provision 
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on the sale of the British subsidiary resulted principally from 
unremitted earnings previously considered permanently rein¬ 
vested and not subject to tax. 

Deferred taxes arose principally from recognition in different 
periods for accounting and tax purposes of income and expenses 
attributable to the U.S. Woolco discontinuance, the use of accel¬ 
erated depreciation, the accounting for capitalized leases, and 
foreign dividends. 

During 1983, the Company utilized $44 million of the deferred tax 
benefit related to the estimated loss on the discontinuance of the 
U.S. Woolco operations, leaving a remaining deferred benefit at 
year end of $89 million which will be utilized to offset the tax lia¬ 
bility from domestic continuing operations over the next two 
years. The Company believes that utilization of this tax benefit on 
domestic tax returns to be filed during the carryover period is 
assured beyond any reasonable doubt. The Company has available 
foreign tax credits, not recognized for financial reporting pur¬ 
poses, of $17 million which expire January 31,1987 and $18 million 
which expire January 31,1988. 

A reconciliation of the significant differences between the effec¬ 
tive income tax rate and the federal statutory rate on pretax earn¬ 
ings (loss), including discontinued operations, follows: 



1983 

1982 

1981 

Statutory federal income tax rate 

46 . 0 % 

(46.0)% 

46.0% 

State and local income taxes 

Investment and other tax credits, net 

1.3 

(1.7) 

8.3 

of recapture 

( 3 . 7 ) 

— 

(14.0) 

Effect of U.S. pretax accounting loss 

Prior provisions no longer considered 

— 

5.5 

32.4 

necessary 

— 

— 

(17.1) 

Foreign income taxed at (lower) rates 

(. 4 ) 

(1.7) 

(5.2) 

Effect of sale of British subsidiary 

Equity in net income of Mexican 

— 

19.0 

~ 

subsidiary not subject to U.S. tax 

— 

— 

(4.8) 

Other items, net 

(. 2 ) 

1.7 

_C8) 

Effective income tax rate 

43 . 0 % 

(23.2)% 

44.8% 


The Internal Revenue Service has examined the Company’s U.S. 
income tax returns for the fiscal years 1974 through 1979 and has 
proposed certain tax adjustments. In the opinion of management, 
as supported by outside legal counsel, any additional tax liability 
ultimately determined to be payable will not have a material effect 
on the financial position or results of operations of the Company. 

Provision has been made in the accompanying Consolidated 
Statement of Income for additional income taxes applicable to 
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dividends received or expected to be received from subsidiaries. 
The amount of unremitted earnings of foreign subsidiaries, on 
which no such tax is provided and which is considered to have 
been permanently reinvested in the subsidiaries, totaled $494 
million at January 31,1984. 


Retirement Plans 

Domestic and foreign companies have noncontributory retire¬ 
ment plans for qualified employees. Provisions for earned bene¬ 
fits are made by payments to insurance companies to purchase 
annuity contracts, by contributions to trust funds, and by balance 
sheet accruals, and include amortization of prior service costs 
generally over ten to forty-year periods. At present, certain of 
the Company’s plans are overfunded; thus no contribution is to be 
made to these funds for 1983. 

The total cost of retirement plans related to continuing opera¬ 
tions amounted to $14 million in 1983, $13 million in 1982, and $19 
million in 1981. Comparisons of accumulated plan benefits and plan 
net assets as of the latest actuarial valuations are shown below: 


As of January 1, 

1983 

1982 

1981 

Actuarial present value of accumulated plan benefits: 
Vested 

$319 

(in millions) 

$289 $303 

Non-vested 

19 

23 

23 


$338 

$312 

$326 

Net assets available for benefits 

$397 

$347 

$330 

Weighted average assumed rate of return 

8 . 0 % 

7.6% 

6.1% 


Changes to the actuarial assumptions used in 1983 resulted in a 
minimal effect on the determination of the information shown 
above. Previous changes in certain actuarial assumptions and the 
investment in dedicated bond funds for certain retirees had 
the effect of reducing pension expense by $6 million in 1982 and 
reduced the present value of accumulated plan benefits by $40 
million in 1982 and $9 million in 1981. 

In March of 1984, certain of the Company’s retirement plans were 
amended to increase the prior service benefits for employees and 
current benefit payments for retirees. It is estimated that these 
amendments will increase future annual pension expense by 
approximately $3 million and increase the actuarial present value 
of accumulated plan benefits by approximately $52 million. 
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Total Assets 

Following is an analysis of total assets by management responsi¬ 
bility and geographic area: 


As of January 31, 

1984 

1983 

1982 

1981 

1980 





(in millions) 

Domestic: 






Woohvorth 

$ 573 

$ 582 

$ 508 

$ 577 

$ 537 

Kinney 

432 

442 

412 

374 

340 

Richman 

84 

86 

88 

92 

88 

Brannam 

30 

18 

29 

21 

7 

Little Folk 

13 

— 

— 

— 

— 

Corporate 

Domestic discontinued 

255 

375 

65 

66 

75 

operations, net 

— 

— 

368 

400 

310 

Total domestic 

1,387 

1,503 

1,470 

1,530 

1,357 

Foreign: 






Woolworth Canada 

485 

460 

468 


449 

Woolworth Germany 
Kinney: Canada and 

392 

423 

403 

434 

455 

Australia 

96 

99 

106 

85 

76 

Spain 

Investment in British 


- 



23 

subsidiary 

Investment in Mexican 

— 


242 

269 

226 

subsidiary 

4 

4 

9 

10 

13 

Total foreign 

977 

986 

1,228 

1,238 

1,242 


$2,364 

$2,489 

$2,698 

$2,768 

$2,599 


Included in total Corporate assets are short-term investments of 
$86 million at January 31,1984 and $178 million at January 31, 
1983, valued at cost, which approximates market value; and the 
deferred tax benefit of $89 million at January 31,1984 and $133 
million at January 31,1983. 


Foreign Currency Translation Adjustment 

The foreign currency translation adjustment reflects the 
economic effect of exchange rate changes on the net investment 
in foreign entities in terms of the U.S. dollar. 


Shown below is an analysis, by foreign currency, of the translation 
adjustment included in shareholders’ equity. 


As of January 31. 

1984 

1983 

1982 



(in millions) 

Canada 

$(46) 

$(43) 

$(34) 

Germany 

(2) 

33 

48 

Australia 

(3) 

(2) 

(1) 

Mexico 

(12) 

(12) 

(8) 

Other 

(7) 

(6) 

(3) 

Total from continuing operations 

(70) 

(30) 

2 

British subsidiary 

— 

— 

_(70) 


$(70) 

$(30) 

$(68) 


The decline in value of foreign currencies against the U.S. dollar 
over the past three years has resulted in a significant reduction, 
in U.S. dollar terms, in the valuation of the net investment in 
foreign entities. The currency translation adjustment applicable 
to the British subsidiary was recognized as part of the loss on 
sale of that subsidiary in 1982. 


Merchandise Inventories 




As of January 31, 

1984 

1983 

1982 

LIFO inventories 

FIFO inventories 

$ 486 
556 

(in millions) 
$ 482 $422 

544 577 


$1,042 

$1,026 

$999 

Excess of FIFO cost over 
stated LIFO cost 

$ 125 

$ 125 

$120 
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j Properties 

■r Owned properties and leased properties under capital leases at 
year end were as follows: 


As of January 31, 

1984 

1983 

1982 

' Land and buildings 
i Owned 

$ 410 

(in millions) 

$ 436 $ 438 

Leased 

183 

200 

205 


593 

636 

643 

■' Furniture, fixtures and equipment 

Owned 

470 

466 

450 

l Leased 

35 

37 

32 


505 

503 

482 


1,098 

1,139 

1,125 

5 Less accumulated depreciation and amortization 

493 

488 

474 


605 

651 

651 

Buildings on leased ground, less amortization 

31 

37 

42 

!: Alterations to leased and owned buildings, less 
amortization 

254 

239 

229 

$ 

$ 890 

$ 927 

$ 922 

i An analysis of net properties by management responsibility and 

geographic area follows: 

5 As of January 31, 

1984 

1983 

1982 



(in millions) 

Domestic: 

S Woolworth 

$205 

$208 

$196 

a Kinney 

218 

221 

209 

■; Richman 

25 

27 

28 

*J. Brannam 

8 

8 

10 

i! Little Folk 

5 

— 

— 

Corporate 

37 

36 

37 

i; Total domestic 

498 

500 

480 

J Foreign: 

Woolworth Canada 

148 

150 

157 

" Woolworth Germany 

215 

248 

258 

: Kinney: Canada and Australia 

29 

29 

27 

? Total foreign 

392 

427 

442 


$890 

$927 

$922 


Capital expenditures for owned properties and additions to leased 
properties under capital leases, by management responsibility 
and geographic area, during the past five years are as follows: 



1983 

1982 

1981 

1980 

1979 





(in millions) 

Domestic: 

Woolworth 

$ 26 

$ 16 

$ 19 

$ 23 

$ 33 

Kinney 

30 

42 

40 

45 

43 

Richman 

3 

4 

6 

8 

5 

*J. Brannam 

3 

4 

4 

5 

3 

Little Folk 

1 

— 

— 

— 

— 

Corporate 

3 

2 

5 

14 

5 

Total domestic 

66 

68 

74 

95 

89 

Foreign: 

Woolworth Canada 

18 

20 

23 

22 

22 

Woolworth Germany 

14 

20 

42 

45 

19 

Kinney: Canada and 

Australia 

5 

8 

8 

7 

6 

Total foreign 

37 

48 

73 

74 

47 


$103 

$116 

$147 

$169 

$136 


Additions attributable to properties under capital leases were 
$1 million in 1983, $8 million in 1982, $7 million in 1981, $22 million 
in 1980, and $20 million in 1979. Costs incurred for repairs and 
maintenance were $52 million in 1983, $50 million in 1982, 

$50 million in 1981, $49 million in 1980, and $45 million in 1979. 
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Liabilities 


Short-term Borrowings 

Short-term borrowings consisted of the following: 


As of January 31, _1384 1983 1982 


Short-term debt 

Bank loans 

Commercial paper 

$- 

(in millions) 

$- $ — 
— 87 

Current portion of long-term debt and capital 


- 87 

lease obligations 

72 

32 

38 


$72 

$32 

$125 


Unused lines of credit in support of commercial paper borrowings 
and short-term bank borrowings available to the Company at Jan¬ 
uary 31,1984 totaled $385 million. In addition, in August of 1983, 
the Company entered into a $30 million revolving credit agree¬ 
ment maturing in July of 1985. 


Statistical information regarding debt and interest rates follows: 


Short-term debt 

Outstanding balance during the year 
Low 
High 

Weighted average 
Weighted average interest rate 
During the year 
At year end 
Total debt 

Weighted average interest rate on total debt 


1383 1983 1981 

(in millions) 


$ — $ — $ 87 

233 870 870 

170 558 583 

3.6% 14.1% 16.6% 
— — 13.7% 

10.1% 11.6% 13.4% 


The weighted average interest rates reflect total debt and total 
interest expense, including interest allocated to the discontinued 
U.S. Woolco operations in 1982 and 1981. 

In accordance with informal agreements with certain banks, the 
Company maintained compensating balances throughout the year 
or paid commitment fees ranging between l k% and %% on the 
outstanding credit lines. Compensating balances are maintained in 
terms of average bank balances over a period of time, rather than 
fixed balances constantly maintained on deposit. 


Long-term Debt and Capita! Lease Obligations 

The following is a summary of long-term debt and capital lease 
obligations: 


As of January 31, 

1384 

1983 

1982 

15.75% to 17.37% term loan payable 1985 

$ 30 

(in millions) 
$ 75 $ 75 

7.375% sinking fund debentures payable 
through 1996 

65 

65 

81 

8.25% bank notes payable 1982-1984 

— 

8 

24 

9% sinking fund debentures payable 1985-1999 

117 

117 

125 

10% Canadian sinking fund debentures payable 
1984-2003 

42 

44 

46 

5% to 13.5% mortgage and note obligations on 
real estate payable to 2007 

33 

31 

37 

Other 

13 

24 

19 

Total long-term debt 

300 

364 

407 

Capital lease obligations 

135 

152 

144 


$435 

$516 

$551 


The 7.375%, 9% and 10% sinking fund debentures may be 
redeemed at the option of the Company, in whole or in part, at 
annually declining premiums, presently 3.0%, 4.5% and 
7.3%, respectively. 

Certain of the debt agreements have restrictive covenants which, 
among other matters, require the maintenance of minimum 
consolidated net worth and working capital levels, and limit con¬ 
solidated debt and operating lease commitments. 

Maturities and sinking fund requirements of long-term debt and 
minimum rental payments under capital leases in future periods 
are as follows: 



Long-term 

Capital 


(in millions) 

debt 

leases 

Total 

1984 

$ 61 

$ 29 

$ 90 

1985 

41 

27 

68 

1986 

10 

25 

35 

1987 

15 

23 

38 

1988 

16 

22 

38 

Thereafter 

218 

198 

416 


361 

324 

685 

Less: Executory expenses 


25 

25 

Imputed interest 


153 

153 

Current portion 

61 

11 

72 


$300 

$135 

$435 


Minimum lease payments above have not been reduced by mini¬ 
mum sublease income of $1 million due in the future under non- 
cancelable subleases. 
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Operating Leases 

The Company is obligated under operating leases for a major 
portion of its store properties and equipment. Many of the store 
leases contain renewal options, ranging from five to ten years. 
Management expects that in the ordinary course of business 
expiring leases will be renewed or replaced by leases on other 
premises. Certain leases provide for additional rental payments 
based on a percentage of store sales. Rental expense was: 



1383 

1982 1981 



(in millions) 

Minimum rentals 

Contingent rent based on sales 

$227 

$211 $204 

Operating leases 

28 

25 24 

Capital leases 

7 

6 6 

Sublease income 

(36) 

(27) (29) 


$226 

$215 $205 

Minimum annual rents under noncancelable operating leases are 

as follows: 


(in millions) 

1984 


$ 199 

1985 


190 

1986 


178 

1987 


167 

1988 


154 

Thereafter 


900 



1,788 

Less: Executory expenses 


211 

Imputed interest 


694 

Present value of operating lease commitments 


$ 883 


Minimum annual rents above have not been reduced by minimum 
sublease income of $13 million due in the future under 
noncancelable subleases. 


Accrued Liabilities 

Accrued liabilities consist of the following: 


As of January 31, 

1984 

1983 1982 



(in millions) 

Compensation 

$ 76 

$ 54 $ 57 

Taxes (other than income—principally 



withholding) 

52 

50 47 

Other 

105 

100 80 


$233 

$204 $184 



Discontinued Operations 

During 1982, the Company discontinued its U.S. Woolco oper¬ 
ations and sold its 52.6% interest in its British subsidiary. The 
results of operations of these two discontinued segments and 
the estimated loss on disposal have been presented in the accom¬ 
panying statements of income as discontinued operations. At 
January 31,1983, the Company had a reserve for discontinued 
operations of $314 million to cover property-related, personnel- 
related and other costs. The amount of this reserve funded in 
1983, net of proceeds on disposition of the remaining assets, 
totaled $169 million, leaving a total unfunded obligation of $145 
million at January 31,1984. The estimated amount of this liability 
to be funded in fiscal 1984 is $52 million. 


Preferred Stock 

At January 31,1984, the 554,850 outstanding shares of the $2.20 
Series A Convertible Preferred Stock had a liquidation value 
of $25 million. The stock is cumulative, voting and convertible at 
any time at the rate of 1.42 shares of common stock for each 
share of preferred stock, subject to anti-dilution provisions. The 
Company has reserved 787,887 shares of common stock 
for the conversion. At the option of the Company, the preferred 
stock is redeemable at $45.00 per share. 


Common Stock 

In March of 1984, the Board of Directors of the Company 
approved, subject to shareholder approval at the annual meeting 
to be held on June 21,1984, an increase in the number of authorized 
shares of common stock from 60 million to 120 million. 
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Stock Option and Purchase Plans 

Under the terms of the 1982 Woolworth Stock Option Plan, 
options may be granted to eligible officers and key employees to 
purchase up to 1,000,000 shares, in the aggregate, of the Compa¬ 
ny’s common stock at not less than 100% of the fair market 
value of such shares on the date of grant of the option. No portion 
of any option may be exercised until one year from the date of 
grant, and unexercised options may not remain outstanding more 
than 10 years from the date of grant. At January 31,1984, of 
the approximately 300 persons eligible to receive options under 
the plan, 117 persons had, prior to that date, been granted options. 

The power to grant options under the 1976 Woolworth Stock 
Option Plan expired in 1981. Certain options granted under that 
plan, however, remain outstanding. 

The Company also has established the 1981 Woolworth Employ¬ 
ees’ Stock Purchase Plan under which participating employees 
may acquire annually, by payroll deductions aggregating not more 
than 10% of their annual compensation, shares of the Company’s 
common stock. The price at which such shares are purchased is 
85% of the lower of the fair market values of such shares on one 
of two specified dates in each year. Under this plan, a participant 


is limited to the acquisition in any year of that number of shares 
which have an aggregate fair market value of $25,000 as deter¬ 
mined under the plan. At January 31,1984, approximately 50,000 
employees were eligible to participate in the plan, and approxi¬ 
mately 4,600 of those persons were participating. Of the 
1,000,000 shares of common stock authorized for purchase under 
the plan, 459,000 shares had been purchased by participating 
employees prior to January 31,1984, which includes 398,000 
shares purchased in 1983 by approximately 5,300 plan 
participants. 

When common stock is issued to satisfy the plans, the proceeds 
from options exercised or shares purchased are credited to com¬ 
mon stock to the extent of the par value of the shares issued, and 
the excess is credited to additional paid-in capital. When treasury 
common stock is used, the difference between the cost of trea¬ 
sury stock used and the proceeds from options exercised or 
shares purchased is charged or credited, as appropriate, to addi¬ 
tional paid-in capital or retained earnings. The tax benefits relat¬ 
ing to amounts deductible for federal income tax purposes in 
excess of the amounts charged to income for financial reporting 
purposes have been credited to additional paid-in capital. 


The information set forth 
Under the terms of both p 
value of the Company’s co 

For fiscal years ended January 
31,1984,1983, and 1982 (in 
thousands except prices per 

n the following table covers options granted under the 1976 and the 1982 Woolworth Stock Option Plans. 

Ians, the price at which shares covered by an option are purchasable is not less than 100% of the fair market 
mmon stock on the date of grant of such option. 

3983 1982 1981 

Shares 

Range of 
Prices 
Per Share 

Range of 
Expiration 
Dates 

Shares 

Range of 
Pnces 

Per Share 

Range of 
Expiration 
Dates 

Shares 

Range of 
Prices 
Per Share 

Range of 
Expiration 
Dates 

Options outstanding at begin- 

561 

173/16- 

July 13,1983- 

495 

I 8 V 1 - 

July 12,1982- 

627 

18*- 

July 12. 1982- 

ning of year 


29Vie 

August ID, 3992 


29>/ie 

August 12,1990 


29>/i6 

August 12.1990 

Options exercisable at begin- 

396 

183/4- 

July 33,3983- 

428 

183/4- 

July 12,1982- 

457 

18*- 

July 12,1982- 

ning of year 


29Vis 

August 12,1990 


29Vlb 

August 12,1990 


27% 

February 13.1989 

Options granted during year 

229 

253/4- 

February 8,1993- 

165 

17*1/16 & 

July 13,1992 & 

0 





38% 

October11,3993 


189/16 

August 10,1992 




Options exercised during year 

269 

173/16- 


26 

18*- 


15 

18*- 




29Vis 



241/4 



24 V* 


Options which expired or 

69 

173/16- 


73 

18*- 


117 

18*- 


were cancelled dunng year 


3333/16 



29i/ib 



29>/i6 


Options outstanding at end of 

452 

173/16- 

July32,3986- 

561 

17-Vie- 

July 11,1983- 

495 

18*- 

July 12, 1982- 

year 


38% 

October 13,1993 


29Vie 

August 10,1992 


29*6 

August12.1990 

Options exercisable at end of 

182 

18%- 

July12,1986- 

396 

18*- 

July 11,1983- 

428 

18*- 

July 12,1982- 

year 


29Vie 

July33,3992 


29Vib 

August 12,1990 


29Vib 

August 12,1990 

Options avadable for future 

665 



835 



0 



grant at end of year 
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Supplementary Information on 

Inflation Accounting and Changing Prices (Unaudited) _ 

Following is required supplemental unaudited information as pre¬ 
scribed by Statement of Financial Accounting Standard No. 33, 
“Financial Reporting and Changing Prices,” as amended by State¬ 
ment No. 70, “Financial Reporting and Changing Prices: Foreign 
Currency Translation.” Statement No. 33 requires that merchan¬ 
dise inventories, properties, and their related impacts on cost of 
sales and depreciation and amortization expense be adjusted under 
the constant dollar and current cost methods. All other compo¬ 
nents of net income are considered to be reflective of both con¬ 
stant dollars and current costs for the current year and accordingly 
are not adjusted. Statement No. 70 amends Statement No. 33, 
however, to exempt companies such as F.W. Woolworth which 
measure a significant part of their operations in functional curren¬ 
cies other than the U.S. dollar from the requirement to disclose 
historical costs measured in units of constant purchasing power. 

Under the current cost method, inventories have been valued at 
latest acquisition costs. Merchandise costs have been allocated 
to revenues based on the last-in, first-out method, which approx¬ 
imates current costs. Current costs of properties were deter¬ 
mined based on the estimated cost to replace productive capacity 
of those assets. Current cost amounts and the increases or 
decreases therein for foreign operations were first measured in 
the functional currency and then translated into U.S. dollar 
equivalents in accordance with Statement of Financial Accounting 
Standard No. 52. Inventories and properties were translated at 
year end exchange rates; cost of sales and depreciation and 
amortization expense were translated at weighted average 
exchange rates. The effects of general inflation on current costs 


were measured after translation and based on the U.S. Con¬ 
sumer Price Index-All Urban Consumers (CPI-U), (translate- 
restate method). Under this method, amounts in functional cur¬ 
rencies are first translated into their dollar equivalents and then 
restated into dollars of equal purchasing power as measured by 
the U.S. CPI-U. 

For comparability and to conform to the provisions of Statement 
No. 70, prior years’ current cost information in the Five-Year 
Summary of Selected Financial Information has been restated 
into 1983 dollars using the U. S. CPI-U. 

Net assets at year end under the current cost method reflect 
higher costs of inventories and properties. Current cost of 
inventories at January 31,1984 was $1,171 million. The current 
cost of owned property and leased properties under capital 
leases, net of depreciation and amortization, was $1,419 million. 

Statement No. 33 prohibits any adjustments to income tax 
expense, despite increased expenses imposed by current cost 
accounting. As a result, the effective income tax rate, under cur¬ 
rent cost accounting, increases to 71% of pretax income from 
43% of pretax income under historical cost accounting. 

As shown in the Five-Year Summary of Selected Financial Infor¬ 
mation, the Company’s estimate of inflation in sales has been 
computed using inflation rates of general merchandise published 
by the Bureau of Labor Statistics (BLS) for domestic sales, 
coupled with local inflation indexes for foreign sales. 
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Five-Year Summary of Selected Financial Information 


(in average 1983 dollars) 

1983 

1982 

1981 

1980 

1979 

Sales (in millions) 

CPI-U index 

$5,456 

$5,290 

$5,541 

$6,132 

$6,571 

BLS and foreign indexes 

5,456 

5,269 

5,472 

5,885 

5,998 

Current cost information 

(in millions except per share amounts) 

Income (loss) from continuing operations 

$ 37 

$ (28) 

$ (32) 

$ 28 

$ 49 

Income (loss) per common share from continuing operations 

1.14 

(.98) 

(1.11) 

.84 

1.47 

Purchasing power gain 

40 

45 

117 

181 

241 

Excess of increase in general price level over increase in 

specific prices 

— 

23 

86 

113 

169 

Translation adjustment 

(58) 

(42) 

(84) 

(119) 

64 

Net assets (equity) at year end 

1,633 

1,709 

2,386 

3,000 

3,651 

Net assets (equity) per common share 

53.15 

54.76 

77.14 

97.76 

119.39 

Dividends per common share 

$ 1.80 

$ 1.86 

$ 1.97 

$ 2.16 

$ 2.18 

Market price per common share at fiscal year end 

33>/i 

24i k 

18'/i 

28 

303/1 

Dow-Jones Industrial Average 

Price at fiscal year end 

1,197.38 

1,098.82 

923.21 

1,088.72 

1,124.48 

Dividends 

56.33 

55.89 

61.39 

65.34 

69.44 

Average CPI-U index (1967 = 100) 

299.4 

290.0 

274.2 

249.1 

219.8 

Percent increase in CPI-U index 

3.2% 

5.8% 

10.1% 

13.3% 

11.691 

Percent increase in BLS and foreign indexes 

2.8% 

4.7% 

8.2% 

7.8% 

6.79 

1983 Consolidated Statement of Income Adjusted for Inflation 






(in millions except per share amounts) 

In historical 
dollars 

Current 

Sales and other income 

$5,482 

$5,482 

Costs and expenses 

Costs of sales 

3,679 

3,704 

Selling, general, and administrative expenses 

1,411 

1,411 

Depreciation and amortization 

100 

156 

Interest expense 

85 

85 


5,275 

5,356 

Income from continuing operations before income taxes 

207 

126 

Income taxes 

89 

89 

Net income from continuing operations 

$ 118 

$ 37 

Net income from continuing operations 

per common share 

$ 3.72 

$ 1.14 

Increase in general price level of inventory and property 


$ 18 

Less effect of increase in specific prices 


(18) 

Excess of increase m general price level over increase in 

specific prices 


$ - 


The negative impact of inflation on income from continuing opera¬ 
tions is partially offset by the gain from decline in purchasing 
power of net amounts owed. Most of the Company’s assets are 
non-monetary (inventories and properties), while most liabil¬ 
ities are monetary (payables and borrowings). The net monetary 
liabilities can be repaid with dollars of less purchasing power 
thereby resulting in a “gain.” 

The current cost method of inflation accounting requires the use 
of assumptions, approximations and estimates. Additionally, 
Statement No. 33 requires that only certain items—inventories, 
property, and the related cost of sales and depreciation— 
be adjusted to current cost. All other assets, liabilities, and ex¬ 
penses have not been adjusted. Management would therefore 
caution the reader as to the usefulness of this information. 

The results should be taken only as an indicator, not a precise 
estimate, of the effects of inflation on the Company. 
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Quarterly Results (Unaudited) 

(in millions except per share amounts) 


Quarter 

Second 

Third 

Fourth 

Sales 

1983 

$1,132 i 

$1,277 $1,353 i 

$1,694 

1982 

1,081 

1,221 

1,248 

1,574 

Operating income 

1983 

23 

55 

64 

166 

1982 

9 

49 

57 

142 

Net income (loss) from continuing 
operations 

1983 

1 

16 

20 

81 

1982 

(5) 

3 

14 

70 

Net income (loss) 

1983 

1 

16 

20 

81 

1982 

(16) 

(9) 

(428) 

100 

Net income (loss) per share from 
continuing operations 

1983 

.01 

.50 

.65 

2.56 

1982 

(.18) 

.09 

.45 

2.27 

Net income (loss) per share 

1983 

.01 

.50 

.65 

2.56 

1982 

(.56) 

(.31) 

(14.14) 

3.30 

Dividends declared 

1983 

.45 

.45 

.45 

.45 

1982 

.45 

.45 

.45 

.45 


The Company’s business is seasonal in nature. Traditionally, 
a greater proportion of sales and net income is generated in the 
fourth quarter. 


Shareholder Information 

F. W. Woolworth Co. common stock is listed on the New York 
Stock Exchange and traded on the New York, Boston, Cincinnati, 
Midwest, Philadelphia and Pacific Stock Exchanges. The Com¬ 
pany’s preferred stock is listed and traded on the New York Stock 
Exchange. The Company’s New York Stock Exchange ticker 
symbol is “Z.” 

Cash dividends have been paid to common shareholders every 
quarter since 1912. Dividends paid on common and preferred 
shares in 1983 amounted to $57 million and $1 million, respec¬ 
tively. At January 31,1984, 64,589 shareholders owned 
31,489,492 common shares; and 3,883 shareholders owned 
554,850 preferred shares. 

Market Prices 

_1983_ _1982_ 

High Low Close High Low Close 

Quarter Common Stock 

First 36% 24 34% 19% 16 19% 

Second 38% 30% 36% 21'/.. 17% 18% 

Third 39% 34% 35% 27% 16% 24% 

Fourth 39 33% 33% 29% 22% 24 

Quarter _ Preferred Stock _ 

First 51% 33% 48% 27% 22% 27% 

Second 53% 43% 52% 29% 24V. 26 

Third 54% 49 503% 38 23% 34 

Fourth 54% 47% 47% 40 32 33% 

Dividend Yields _ 1983 1982 1981 1980 1979 

Dividends declared 

Common $1.80 $1.80 $1.80 $1.80 $1.60 

Preferred $2.20 $2.20 $2.20 $2.20 $2.20 

Dividend yield at year end 

Common 5.3% 7.5% 10.4% 7.4% 6.7% 

Preferred_4.6% 6.6% 9.1% 6.5% 6.5% 
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Five-Year Summary of Selected Financial Data 

F.W. Woolworth Co. 


(in millions except per share amounts) 

1983 

1982 

1981 

1980 

1979 

Summary of Operations 

Sales 

$5,456 

$5,124 

$5,075 

$5,102 

$4,824 

Other income 

26 

33 

55 

28 

25 

Costs of sales 

3,679 

3,467 

3,420 

3,432 

3,217 

Selling, general, and administrative expenses 

1,411 

1,360 

1,331 

1,307 

1,224 

Depreciation and amortization 

100 

97 

92 

90 

83 

Interest expense 

85 

98 

103 

89 

76 

Income taxes 

89 

53 

87 

72 

123 

Net income from continuing operations 

118 

82 

97 

140 

126 

Dividend requirement of preferred stock 

(1) 

(2) 

(2) 

(2) 

(3) 

Net income from continuing operations applicable 

to common stock 

$ 117 

$ 80 

$ 95 

$ 138 

$ 123 

Per common share (from continuing operations) 

Primary 

$ 3.72 

$ 2.63 

$ 3.14 

$ 4.60 

$ 4.18 

Fully diluted 

3.67 

2.60 

3.08 

4.46 

4.04 

Dividends declared 

1.80 

1.80 

1.80 

1.80 

1.60 

Average common shares outstanding 

31.3 

30.4 

30.2 

29.9 

29.4 

Financial Condition 

Inventories 

$1,042 

$1,026 

$ 999 

$1,005 

$1,009 

Owned and leased properties under capital leases, net 

890 

927 

922 

914 

897 

Total assets 

2,364 

2,489 

2,698 

2,768 

2,599 

Short-term debt 

— 

— 

87 

192 

38 

Current portion of long-term debt and obligations 
under capital leases 

72 

32 

38 

37 

26 

Long-term debt and obligations under capital leases 

435 

516 

551 

529 

548 

Total shareholders’ equity 

1,030 

999 

1,372 

1,443 

1,382 

Common shareholders’ equity 

1,005 

967 

1,330 

1,395 

1,325 

Per common share 

31.93 

31.55 

43.84 

46.49 

44.67 
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Board of Directors 

Jarobin Gilbert Jr. 1,3 

Margaret E MacKimm 1.3.4,5 

Eugene J. Suilivan 1,2.5 

John W. Lynn l 

Vice President 

Vice President, Public Affairs 

Chairman of the Board, 

Chairman of the Board and 

National Broadcasting 

Dart & Kraft, Inc. 

President and 

Chief Executive Officer 

Company, Inc. 

( midtinationalfood, consumer and 

Chief Executive Officer 


(television and radio services) 

commercial products company) 

Borden, Inc. 

Harold E. Sells 



( man ufscturer, processor and 

President and Chief 

John L. Gushman 1.2.3.4.5 

Andrew E Peck 1,2,5 

distributor of food, dairy and 

Operating Officer 

Former Chairman of the Board 

Chairman 

chemical products) 


Anchor Hocking Corporation 

Andrew Peck Associates, Inc. 


John W. Adams 1,2,5 

(packaging, tableware and 

(investment services) 


President and Chief 

industrial components) 


Robert C. Kirkwood 

Executive Officer 


James E. Preston 1.4 

Honorary Director 

Emco Limited 

F.M. Kirby 1,2,3.4 

Executive Vice President 


(diversified manufacturer of 

Chairman of the Board 

Avon Products, Inc. 


I plumbing and petroleum equipment) Alleghany Corporation 

( manufacture and sale of 

1 Member of Executive Committee 


( asset management) 

cosmetics, jewelry and health 

2 Member of Audit Committee 

Lester A. Burcham i,2,3,4 


care products, and 

3 Member of Compensation Committee 

Retired Chairman of the Board 

Seymour H. Knox III 1,3,4,5 

direct mail marketing) 

4 Member of Nominating 
and Organization Committee 


Kidder, Peabody & Co., 


5 Member of Retirement and 


Incorporated 




(investmen t services, member of 




the New York Stock Exchange, Inc.) 
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F.W. Woolworth Co. Officers 


Standing left to right: 
John W. Adams 
John L. Gushman 
Andrew F. Peck 
James E. Preston 
Seymour H. Knox III 
F.M. Kirby 
Harold E. Sells 

Seated left to right: 
Eugene J. Sullivan 
Margaret R MacKimm 
Jarobin Gilbert Jr. 

John W. Lynn 
Lester A. Burcham 


Corporate Officers 

Assistant Secretaries 

Chairman of the Board and 

Jacqueline D. Delafuente 

Chief Executive Officer 

Stanley A. Harmon 

John W. Lynn 

Christopher J. Hoey 


S. William Manteria 

President and 

JamesJ. O’Neil 

Chief Operating Officer 

JamesJ. Pirretti 

Harold E. Sells 

William B. Thomson 


Frances E. Trachter 

Executive Vice President 


Arnold S. Anderson 

Assistant Treasurer 

Administration and General 

Frank J. Marrella 

Counsel 


Senior Vice Presidents 

Consolidated Operations 

Frederick E. Hennig 

U.S. Woolworth Division 

Worldwide General Merchandise 

Robert L. Jennings 

Operations 

President and Chief 

William K. Lavin 

Executive Officer 

Finance 



F.W. Woolworth Co. Limited 

Vice Presidents 

Canada 

Ted M. Annenberg 

William R. Gray 

Deputy General Counsel 

Vice Chairman and Managing 

John H. Cannon 

Director 

Treasurer 


Joseph F. Carroll 

F.W. Woolworth Co. G.m.b.H. 

Public Affairs 

Germany 

Roy L. Garofalo 

Georg Amecke 

Investor Relations 

Managing Director 

C. Jackson Gray 


Corporate Planning and 

Kinney Shoe Corporation 

Development 

Cameron I. Anderson 

Aubrey C. Lewis 

President and Chief 

Corporate Liaison 

Executive Officer 

Henry C. Miner III 


Taxation 

The Richman Brothers Company 

Thomas E. Page 

William H. Gaudreau 

Controller 

President and Chief 

Charles T. Young 

Executive Officer 

Management Information Systems 



*J. Brannam Division 

Secretary and Assistant Treasurer 

Theodore T. Bierman 

Robert C. Heller 

President and Chief Executive 


Officer 

General Auditor 


Glen R. Goff 

Holtzman’s Little Folk 


Shop, Inc. 

Assistant Vice Presidents 

Walter Podres 

Jacqueline D. Delafuente 

President and Chief Executive 

Law Department 

Officer 

JamesJ. O’Neil 


Taxation 



Unconsolidated Operation 

Assistant Controllers 

Woolworth Mexicans, S.A. 

Laura T. Kirsner 

de C.V. 

Michael T. Steven 

Antonio Paras 


Managing Director 


Transfer Agent and Registrar 

Morgan Guaranty 
Trust Company of New York 
30 West Broadway 
New York, New York 10015 
Telephone: (212)587-6469 

Shareholders’ Meeting 

The next annual meeting of the 
shareholders will be held at The 
Convention and Performing Arts 
Center, 202 C Street, San Diego, 
California at 10 A. M. (local time) 
on Thursday, June 21,1984. 

A formal notice of the meeting, 
together with a proxy statement 
and form of proxy, will be mailed to 
each shareholder on or about May 
14,1984 at which time proxies will 
be requested by management. 

Form 10-K 

A copy of the Company’s 1983 
annual report on Form 10-K to the 
Securities and Exchange Commis¬ 
sion is available without charge by 
request to the 

Corporate Secretary’s Office 
F.W. Woolworth Co. 

233 Broadway 

New York, New York 10279 

Dividend Reinvestment Plan 

The Company has a dividend rein¬ 
vestment plan under which quar¬ 
terly cash dividends on Woolworth 
common stock and certain volun¬ 
tary cash payments may be 
invested in additional shares of the 
Company’s common stock. Bro¬ 
kerage commissions and adminis¬ 
trative costs associated with the 
program are paid by the Company. 

A brochure describing the plan 
and an application form can be 
secured from: 

Morgan Guaranty 

Trust Company of New York 

EO. Box 3506 

Church Street Station 

New York, New York 10008 

or the Corporate Secretary’s Office 

F.W. Woolworth Co. 

233 Broadway 

New York, New York 10279 
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